

















Key issue: How have recent reward and workplace
changes affected employee perceptions of your
Employee Value Proposition (EVP)?

Employers and employees have opposite perspectives on the EVP
= Only 28% of employers state their EVP is formal; however

= 74% of employees indicate their company has a formal EVP

Only 20% of employers that took four or more actions related to the reward program believe changes negatively
impacted the EVP

42% of top-performing employees believe cost-cutting and/or restructuring resulted in significant changes to their EVP

EMPLOYEE VALUE PROPOSITION

+ EVP encompasses the collective array of programs the organization offers
in exchange for employment
EVP is influenced by the organization’s brand, values, culture, leadership,
environment, talent and reward programs

+ Employees determine the worth or value of their experience and determine
whether to join, stay or give discretionary effort

+ Employers can shape the organization's EVP through talent and reward
program design that is aligned with both their culture and current/future
eemployee expectations

S. Strategic Rewards Survey
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Perhaps most troubling, top performers’
satisfaction has declined

= Top performers view their company more negatively
= 36% say company situation has worsened
= 20% decline to recommend others take jobs at the company

Drop in top-performing employees’ satisfaction with key aspects of the employment deal

Percentage change
(2009 vs. 2008)

Company lives up to the employment deal v 30%
Company aligns the employment deal with what it stands for in the v a1
market

tisfaction with for V' 26%
Satisfaction with organization culture W .28%
:‘r:e!:rhteorgemam with company rather than take comparable job - %

‘Source: 2009/2010 U.S. Strategic Rewards Survey
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The next “new deal” and
implications for reward
strategies
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Clearly, the recession has widened the gap
between what people desire versus what they feel
they can achieve

= | want job security, stability, and good pay and benefits
= But | see the safety net eroding

= | want career advancement
= But | may need to leave my company to get it

= | know I'm responsible for my own financial well-being, career,
performance and health

= But I'm not sure | can handle it
= | rely on my manager and my leaders
= But they don'’t always deliver
= | want more freedom and flexibility in how | work
= But | don’'t have the tools | need to be productive
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So what does it all mean?
= The recession has put the final nail in the coffin of the traditional
“deal” that underpins the employment relationship

= There seems to be a growing divergence between what employees
want and what employers deliver

= The “engagement gap” is being joined by a “relationship gap”
= These findings pose enormous challenges for employers’ efforts to:
= Sustain motivation and engagement
= Retain critical talent
= Enable individuals to operate successfully in the new world

= Create flexibility in an uncertain world

So, what’s next?
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A framework for the new deal

Segment the workforce, personalize key elements
of the deal, and ensure more differentiated
of fi i in critical talent

Personalization

Enable employees
to build their skills,
plan for their |

financial future and
live healthy lives —
“active security”
versus “passive
security”

Create leaders, reward
structures, HR
functions and
organizations that are
more flexible,
adaptable and
responsive to a
relentlessly changing
global business
environment
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Areas of focus for HR ILLUSTRATVE

Personalization

« Employee surveys on workforce needs
and value drivers
# « Workforce analytics to assess

Self-Reliance

« Clear communication
of the EVP and “deal”

« Education and
resources on financial
and physical well-being

« Technology tools to
enable career
management and
development

- Segmented talent and rewards
strategies (.., pivotal roles, top talent)

Agility

|« Scalable workforce deployment
and staffing strategy

« Flexiblelvariable paylrewards
design

« Leader and manager competency/
development on agility
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Agility will be the foundation of the new deal
= After highly predictable employment/wage patterns following each
recession, the last recovery shattered many commonly held beliefs

= Inanincreasingly volatile world, risk mitigation and flexibility will be at
a premium

= The traditional organizational pyramid will evolve (and shrink) as
companies question what is truly strategic or core

Many will focus on a limited number of functions and pursue
alternative staffing strategies

= The truly “networked” organization will finally be a reality as
organizations look to enable growth without the risks of fixed
cost/head count

Small enterprises will grow rapidly as they take on the “risk of growth”
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Five steps to improve employee
engagement

= Understand business drivers and objectives in the new economic environment
and implications for human capital management

Redefine EVP for relevance and strategic alignment with business objectives

Identify and implement changes to reward and talent management programs
that the business can support:

Reinstate salaries and/or salary increases as quickly as business results
will allow

Return merit increases to pre-recession levels and differentiate as much as
possible based on performance

Review STI metrics for alignment with modified business priorities

Review career development and performance management programs to
align with the new business landscape

= Differentiate bonus awards based on performance
= Promise and deliver on the EVP
= Establish and track EVP-related metrics to identify additional actions required
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Questions?
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